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TRANSPORTATION— THE BASIS OF REASON- 
ABLE RAILWAY RATES. 

Round Table Discussion : B. H. Meyer, Chairman. 

B. H. Meyer: In opening this session of the Round 
Table on Transportation I desire to state briefly the 
reasons why I selected as the subject for discussion at 
this meeting "The Basis of Reasonable Railway Rates". 

Many years before the railway came upon the scene 
both common and statute law had declared that the rates 
of charge for public service must be reasonable. The 
element of reasonableness was retained as one of the 
common and statute law provisions governing railway 
rates when railways were first introduced. Numerous 
courts have interpreted these provisions of law, but one 
looks in vain through laws and decisions for anything 
like a definite and tangible rule for establishing reason- 
able railway rates. The empirical methods of the rate 
makers of the railway companies afford only incidental 
assistance in reaching a decision with respect to the abso- 
lute reasonableness of a rate. The risk, commercial con- 
ditions, competition, what the traffic will bear, and all the 
other well-known factors in empirical rate-making, when 
taken by themselves, do not afford secure anchorage. One 
may give due weight to all these things and yet be utterly 
at sea when really critical or nicely shaded rate questions 
arise. The history of railway rates and rate-making has 
not yet been written. However, enough is known of this 
history to justify the statement that in the United States 
at least the whole question is still in confusion. I do not 
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wish to be understood as belittling the efforts of the many- 
men who have been at work upon this problem during 
many years of the past. Many excellent ideas have been 
expressed and many practical rules of permanent value 
have been formulated. In fact, it is true that a proper 
synthesis of all that has gone before will afford us every 
possible rule for the present. What is needed is an 
agreement as to fundamentals. 

Every one present is familiar with the history of rail- 
way legislation of the immediate past. Some of the best 
laws that have ever been enacted have been enacted during 
the last three years. Some of the very worst also fall 
into that same period. But at no time in the railway 
history of the United States has there existed more 
serious antagonism between the different interests than 
during the last few years. Generally speaking, and leav- 
ing out of consideration whatever there may have been 
of malice in isolated spots, this antagonism can be traced 
back to the lack of agreement regarding fundamental 
rights and duties. Add to this legislative situation the 
distress in the financial world with its feeling of mistrust 
and uncertainty, and there is presented to our view a 
situation which demands the best thought of the best 
thinkers. Never has there been greater need for 
the establishment of guide posts in railway matters, 
which shall be capable of being seen and understood by 
all men, than at the present time. 

As stated before, laws and courts have decreed that 
the public is entitled to reasonable rates, and that the man 
who devotes his property to the public use is entitled to a 
reasonable return on that property. Good service and 
reasonable rates are the rule of fair play. The people 
should not be asked to pay more than is reasonable for 
the service performed, and the railway companies should 
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not be asked to conduct traffic at rates which will not 
enable them to pay fair dividends and maintain their 
property in the highest state of efficiency. A reasonable 
rate will permit all this being done. Therefore it is 
essential to know how to make a reasonable railway rate. 
The Railroad Commission of Wisconsin has been 
obliged to answer this question many times. We have 
followed certain definite lines, beginning with the general 
. proposition that every branch and class of traffic shall 
contribute its fair share to the revenues of the company, 
and, as a corollary to this, that the cost of transporta- 
tion shall be duly weighted among the other features 
which determine the reasonableness of the rate, such as 
value, risk, space, etc. My colleague, Mr. Erickson, will 
describe briefly some of the methods which the Railroad 
Commission of Wisconsin has employed, and Mr. Smal- 
ley, of the faculty of the University of Michigan, will 
read another brief paper, after which we shall resort to a 
free floor for everybody. Each speaker will be limited 
to five minutes at one time. Because of the more general 
character of Dr. Smalley's paper, we listen to that first, 
before taking up the rather special and concrete discussion 
of Mr. Erickson. 



